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OATH OR AFFIRMATION

Armando Silva
_________________ _________________________________________________

swear or affirm that to the best of
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as

of
December 31 20

13
are true and correct further swear or affirm that
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KPMG LLP

American International Plaza

Suite 1100

250 Muæoz Rivera Avenue

San Juan PR 00918-1819

of Independent Registered Public Accounting Firm on Applying

Agreed-Upon Procedures Pursuant to SEC Rule 17a-5e4

The Member

Citi International Financial Services LLC

In accordance with Rule 17a-5e4 under the Securities Exchange Act of 1934 we have performed the

procedures enumerated below with respect to the accompanying Schedule of Assessment and Payments

Assessment Reconciliation Form SIPC-7 to the Securities Investor Protection Corporation

SIPC for the year ended December 31 2013 which were agreed to by Citi International Financial

Services LLC the Company and the Securities and Exchange Commission Financial Industry

Regulatory Authority Inc and the SIPC solely to assist you and the other specified parties in evaluating

the Companys compliance with the applicable instructions of the General Assessment Reconciliation

Form SIPC-7 The Companys management is responsible for the Companys compliance with those

requirements This agreed-upon procedures engagement was conducted in accordance with attestation

standards established by the American Institute of Certified Public Accountants The sufficiency of these

procedures is solely the responsibility of those parties specified in this report Consequently we make no

representation regarding the sufficiency of the procedures described below either for the purpose for

which this report has been requested or for any other purpose The procedures we performed and our

fmdings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash disbursement records

entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended December 31 2013

as applicable with the amounts reported in Form SIPC-7 for the year ended December 31 2013

noting no differences

Compared any adjustments reported in Form SIPC-7 with supporting schedules and working papers

noting no differences

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and in the related

schedules and working papers supporting the adjustments noting no differences and

Compared the amount of any overpayment applied to the current assessment with the Form SIPC-7

on which it was originally computed if applicable

We were not engaged to and did not conduct an examination the objective of which would be the

expression of an opinion on compliance Accordingly we do not express such an opinion Had we

performed additional procedures other matters might have come to our attention that would have been

reported to you

KPMG LLP is Delaware limited liability partnership

the U.S member firm of KPMG Intemational Cooperative

KPMG International Swiss entity

MAR 2014



This report is intended solely for the information and use of the specified parties listed above and is not

intended to be and should not be used by anyone other than these specified parties

KPc LLP

San Juan Puerto Rico

February 28 2014

License No 21

Expires December 2016



SECURITIES INVESTOR PROTECTION CORPORATION
P.O Box 92185 Washington D.C 20090-2185

202-371-8300

General Assessment Reconciliation

For the lIscal year ended 12/31/2013

Read arrrtuty the insinirtions in your Working Copy before cornpeting this Form

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examining AuthorIty 1934 Act registration no and month in which fIscal year ends for

purposes of the audit requirement of SEC Rule 17a5

FINRA DEC

CIII INTERNATIONAL FINANCIAL SERVICES LLC 1010

ATTN MIGUEL RIVERA

P0 BOX 70263

SAN JUAN PR 00936-8263

Note If any of the information shown on the

mailing label requires correction please e-mail

any corroclions to lorm@sipc.org and so

indicate on the torin lilad

Name and telephone number of person to

contact respecting this form

General Assessment item 2e horn page

less payment made with SIPC6 filed ecIude interest

7/24/13

Date Paid

Less prior overpayment applied

Assessment balance due or overpayment

Interes computed on tale payment see instruction lor days at 20% per annum

Total assessment balance and interest due or overpayment carried forward

PAID WITH THIS FORM
Check enclosed payable to SIPC 118 671
Total must be same as above $____________________________

Overpayment carried forward ________________________

244136

125465

118 671

118671

Subsidiaries and predecessors included in this form give name and 1934 Act registration number

Dates _____________
Postmarked

LU

Calculations _________
LU

Exceptions

Disposition of exceptions

Citi International Financial Services LLC

Nrn ci ccpcr.ran Par 4r6IIp cr

Miguel Rivera

Chief Financial Officer 787-766-3649

s1Pc.7

33.RFV 7110

SIPC7

133-REV 710

The SIPC member submitting this torn and the

person by whoni it is executed represent thereby

that au intorniation contained herein is true correct

and complete

Dated the25 day of
February ________________________________________________

This form and the assessment payment Is due 60 days after theend of the fiscal year Retalnihe WorkIng Copy of this form

for period of not less than years the latest years In an easily accessIble place

Received Reviewed

Documentation _________ Forward Copy



2c Deduct ions

Revenues from the disUibut ion of shares of registered open end investment company or unit

investment trust from the sate ci variable annuities Irom the business of insurance from investment

advisory services rendered to registered investment companies or insurance company separate

accounts and from transactions in security futures products

Revenues from commodity transactions

Commissions floor brokerage and clearance paid to other SIPC members in connection with

securities transactions

Reimbursements tar postage in connection with proxy solicItation

Net gain from securities in investment accounts

100% of commissions and markups earned train transactions in certificates ot deposit and

Ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

trom issuance date

Direct expenses of printing advertising and iegai tees incurred in connection with other revenue

related to the securities business revenue defined by Sectian 1691L of the Act

Other revenue not related either directly or indirectly to the securities business

See Instruction

Deductions in excess ot $100000 require documentation

Total interest and dividend expense FOCUS Line 22/PART hA Line 13

Code 4075 plus tine 2b4 above but not in excess

ot total interest and dividend income $________

ii 40% of margin interest earned on customers securities

accounts 40% of FOCIS line Cede 3960

Enter the greater of line or ii

Total deductions

2d SIPC et Operating Revenues

2e General Assessment .0025

635 141

$_____ _______

to page line 2.A

DETERMINATION OF SIPC NET OPERATING REVENUES

AND GENERAL ASSESSMENT
Arriourits tar the fiscal period

beginning 1/1/2013

and ending 12/31/2013

Eliminate cents

Item No

2a Total revenue FOCUS Line 12/Part ItA Line Code 4030
$______ 98 289 636

2b Additions

Total revenues trod the securities business of subsidiaries except foreign subsidiaries and

predecessors not included above

Net loss from principal
transactions in securitles in trading accounts

Met toss from principal
transactions In commodities in trading accounts

Interest and dividend expense deducted In determIning item 2a

Net toss from management of or participation in the underwriting or distribution of securities

Expenses other than advertising printing rgttiit0fl tees and legal fees deducted in deterninring iit

profit
from management of or participation in underwrIting or distribution of securities

Net loss trom securities in investment accounts

Total additions

635 141
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KPMGLLP
American International Plaza

Suite 1100

250 Muæoz Rivera Avenue

San Juan PR 00918-1819

Report of Independent Registered Public Accounting Firm

The Member

Citi International Financial Services LLC

We have audited the accompanying financial statements of Citi International Financial Services LLC

the Company wholly owned subsidiary of Citigroup Participation Luxembourg Limited which

comprise the statements of financial condition as of December 31 2013 and 2012 and the related

statements of income changes in members equity and cash flows for the years then ended that are filed

pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the related notes to the financial

statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in

accordance with U.S generally accepted accounting principles this includes the design implementation

and maintenance of internal control relevant to the preparation and fair presentation of the financial

statements that are free from material misstatement whether due to fraud or error

Auditors Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits We conducted

our audits in accordance with auditing standards generally accepted in the United States of America Those

standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the

financial statements The procedures selected depend on the auditors judgment including the assessment

of the risks of material misstatement of the financial statements whether due to fraud or error In making

those risk assessments the auditor considers internal control relevant to the entitys preparation and fair

presentation of the financial statements in order to design audit procedures that are appropriate in the

circumstances but not for the purpose of expressing an opinion on the effectiveness of the entitys internal

control Accordingly we express no such opinion An audit also includes evaluating the appropriateness of

accounting policies used and the reasonableness of significant accounting estimates made by management

as well as evaluating the overall presentation of the financial statements

We believe that the audit evidence we have obtained is sufficient and appropriate to provide basis for our

audit opinion

Opinion

In our opinion the financial statements referred to above present fairly in all material respects the financial

position of the Company as of December 31 2013 and 2012 and the results of its operations and its cash

flows for the years then ended in accordance with U.S generally accepted accounting principles

KPMG LLP is Delaware limited Iiabrlity partoership

the member firm of KPMG International Cooperative

IKPMG IrrtereationalI Swiss estity



Other Matters

The Company is an operating unit of Citigroup Inc and consequently in the normal course of business

will make transactions and maintain balances with its parent company affiliated companies and other

units of Citigroup Inc Significant transactions with related parties have been disclosed in note to the

accompanying financial statements

Our audits were conducted for the purpose of forming an opinion on the financial statements as whole

The information contained in schedules II and III is presented for purposes of additional analysis and is

not required part of the financial statements but is supplementary information required by Rule 7a-5

under the Securities Exchange Act of 1934 Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to prepare the

financial statements The information in schedules II and III has been subjected to the auditing

procedures applied in the audit of the financial statements and certain additional procedures including

comparing and reconciling such information directly to the underlying accounting and other records used

to prepare the financial statements or to the financial statements themselves and other additional

procedures in accordance with auditing standards generally accepted in the United States of America In

our opinion the information in schedules II and III is fairly stated in all material respects
in relation to

the financial statements as whole

San Juan Puerto Rico

February 28 2014

Stamp No E94581 of the Puerto Rico

Society of Certified Public Accountants

was affixed to the record copy of this report



CITI INTERNATIONAL FINANCIAL SERVICES LLC

Wholly Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Statements of Financial Condition

December 31 2013 and 2012

Assets 2013 2012

Cash note 3152439 2812513

Securities owned at fair value note 12004183 12002947

Deposits at interest notes and 18600000 16600000

Receivables from broker-dealers and others 11731121 10638516

Property and equipment net note 506987 2453789
Other assets 465499 384131

46460229 44891896

Liabilities and Members Equity

Liabilities

Due to affiliates note 5218856 2784395

Accrued expenses and other liabilities 3943740 3222041

Total liabilities 9162596 6006436

Members equity 37297633 38885460

Commitments and contingencies notes 10 and 11 ______________ ______________

46460229 44891896

See accompanying notes to financial statements



CITI INTERNATIONAL FINANCIAL SERVICES LLC

Wholly Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Statements of Income

Years ended December 31 2013 and 2012

2013 2012

Revenue

Commissions 98245171 87729568
Interest income note 43985 23609

Otherincome 117 158

Unrealized investment gain 363 64

Total revenue 98289636 87753399

Expenses

Management and processing fees note 45740591 45522452

Employee compensation and benefits note 11090169 10828285

Execution and clearing fees 635141 596985
Communications 486267 466660
Administrative support services from affiliate note 280062 51131

Other operating expenses 16665390 13338319

Total expenses 74897620 70803832

Net income before income taxes 23392016 16949567

Income tax benefit note 36920

Net income 23392016 16986487

See accompanying notes to financial statements



CITI INTERNATIONAL FINANCIAL SERVICES LLC
Wholly Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Statements of Changes in Members Equity

Years ended December 31 2013 and 2012

Members equity December 31 2011 21892865

Net income 16986487

Adjustment for compensation in shares of Citigroup 6108

Members equity December 31 2012 38885460

Net income 23392016

Adjustment for compensation in shares of Citigroup 20157

Distribution to sole member 25000000

Members equity December 31 2013 37297633

See accompanying notes to financial statements



CITI INTERNATIONAL FINANCIAL SERVICES LLC
Wholly Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Statements of Cash Flows

Years ended December 31 2013 and 2012

2013 2012

Cash flows from operating activities

Net income 23392016 16986487

Adjustments to reconcile net income to net cash provided by

operating activities

Depreciation and amortization 2325196 467728
Amortization of intangible asset 229793
Loss on disposal of property and equipment 930

Compensation in shares of Citigroup 20157 6108
Decrease increase in assets

Securities owned 1236 221

Receivables from broker-dealers and others 1092605 1937331
Other assets 81368 13390

Increase decrease in liabilities

Due to affiliates 2434461 364049
Accrued expenses and other liabilities 721699 2516722

Net cash provided by operating activities 27718320 12859775

Cash flows from investing activities

Increase in deposits at interest 2000000 11000000

Capital expenditures on property and equipment 378394

Net cash used in investing activities 2378394 11000000

Cash flows used in financing activity distribution to sole member 25000000

Net increase in cash 339926 1859775

Cash beginning of year 2812513 952738

Cash end of year 3152439 2812513

Supplemental cash flow information

Income taxes paid 760621

See accompanying notes to financial statements



CITI INTERNATIONAL FINANCIAL SERVICES LLC

Whoiiy Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December31 2013 and 2012

Organization

Citi International Financial Services LLC the Company wholly owned subsidiary of Citigroup

Participation Luxembourg Limited was initially established as corporation in 1970 under the laws of the

Commonwealth of Puerto Rico to provide investment banking services In August 1986 the Company

obtained license to operate as broker-dealer duly registered with the Office of the Commissioner of

Financial Institutions of Puerto Rico the Commissioner In July 1990 the Company received

authorization to engage in the general securities business As result in June 1992 operations were

expanded to cover retail brokerage During 1997 the Company introduced retail brokerage services in

various Latin American countries During 2003 the Company ceased its institutional brokerage operations

to customers in Puerto Rico During 2008 the Company converted into limited liability company As

result of the conversion Citigroup Participation Luxembourg Limited was declared the Companys sole

member

The Company is registered broker-dealer and member firm of the Financial Industry Regulatory

Authority FINRA As nonclearing broker-dealer the Company does not carry security accounts for

customers or perform custodial functions relating to customer funds or securities and is therefore exempt

from the provisions of Rule 15c3-3 of the Securities Exchange Act of 1934

On February 1999 the Company obtained from the Commissioner license to operate an International

Banking Entity The International Division is managed as unit of the Company and its operations started

on March 1999 The International Division is exempt from Puerto Rico income taxes as well as property

and volume of business taxes as long as it operates under the International Banking Center Regulatory Act

of 1989 However on March 2009 the bill for the Special Act Declaring State of Fiscal Emergency and

Establishing an integrated Fiscal Stabilizing Plan to Save the Credit of Puerto Rico the Plan was signed

into law as Act No of March 2009 Act No includes temporary measure imposing special tax of

5% to international banking entities effective for tax years commencing after December 31 2008 and

ending before January 2012 notes and

The Companys sole member shall not be personally liable for the liabilities of the Company The failure

of the Company to observe any fonnalities or requirements relating to the exercise of its power or the

management of its business or affairs shall not be grounds for imposing personal liability on the

Companys sole member

The Company entered into fully disclosed clearing agreement the Agreement with Pershing LLC
Under the terms of the Agreement Pershing LLC clears and executes the brokerage transactions of the

Companys customers on fully disclosed basis

The Companys operations during the years ended December 31 2013 and 2012 consisted mainly of

securities brokerage transactions through the International Division and the sale of annuities to customers

outside Puerto Rico as authorized by the Commissioner of Insurance of Puerto Rico

Continued



CITI INTERNATIONAL FINANCIAL SERVICES LLC

Wholly Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December31 2013 and 2012

Summary of Significant Accounting Policies

The following summarizes the most significant accounting policies followed in preparing the

accompanying financial statements

Use of Estimates

The preparation of the financial statements in conformity with U.S generally accepted accounting

principles requires management to make estimates and assumptions that affect the reported amounts

of assets U.S GAAP and liabilities and the disclosure of contingent assets and liabilities at the date

of the financial statements and the reported amounts of revenue and expenses during reporting

period Actual results could differ from those estimates Significant items subject to such estimates

and assumptions include the useful lives of fixed assets the valuation of fixed assets investments

and intangible assets and reserves for contingencies

Cash and cash Equivalents

The Company considers all highly liquid investments with maturity of three months or less when

purchased to be cash equivalents except those purchased for its trading account which are recorded

within securities owned

Securities Owned

Securities owned are recorded at fair value with the related unrealized gain or loss recognized in the

statements of income as net unrealized investment gain loss Securities transactions are recorded on

trade-date basis

Customer securities transactions and related commission income and expenses are recorded on

trade-date basis

Deposits at Interest

Deposits at interest consist of short-term interest-bearing placement with Citibank affiliate and

time deposits deemed restricted as required by laws and regulations for which the Companys

operations are subject to

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation and amortization

Depreciation is calculated on the straight-line method over the estimated useful lives of the assets

which range from to 10 years Leasehold improvements are amortized on straight-line basis over

the shorter of the lease term or estimated useful lives of the asset

qJ Long-Lived Assets

Long-lived assets such as property plant and equipment and purchased intangible assets subject to

amortization are reviewed for impairment whenever events or changes in circumstances indicate that

the carrying amount of an asset may not be recoverable If circumstances require long-lived asset

Contmued



CITI INTERNATIONAL FINANCIAL SERVICES LLC

Whoiiy Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December 31 2013 and 2012

or asset group be tested for possible impairment the Company first compares undiscounted cash

flows expected to be generated by that asset or asset group to its carrying value If the carrying value

of the long-lived asset or asset group is not recoverable on an undiscounted cash flow basis an

impairment is recognized to the extent that the carrying value exceeds its fair value Fair value is

determined through various valuation techniques including discounted cash flow models quoted

market values and third-party independent appraisals as considered necessary

Intangible Asset

Intangible asset included clearing organization referral agreement the Company acquired as result

of definite agreement between Citigroup the Companys ultimate parent company and Quifienco

S.A Banco de Chile holding company During the year 2012 the Company recorded an amortization

expense of approximately $229793 The intangible asset was fully amortized as of December 31
2012 There were no intangible assets recorded for the year ended December 31 2013

Income Taxes

Income taxes are accounted for under the asset-and-liability method Deferred tax assets and

liabilities are recognized for the future tax consequences attributable to differences between the

financial statement carrying amounts of existing assets and liabilities and their respective tax bases

and operating loss and tax credit carryforwards Deferred tax assets and liabilities are measured using

enacted tax rates expected to apply to taxable income in the years in which those temporary

differences are expected to be recovered or settled The effect on deferred tax assets and liabilities of

change in tax rates is recognized in income in the period that includes the enactment date

The Company recognizes the effect of income tax positions only if those positions are more likely

than not of being sustained Recognized income tax positions are measured at the largest amount that

is greater than 50% likely of being realized Changes in recognition or measurement are reflected in

the period in which the change in judgment occurs The Company records interest and penalties

related to unrecognized tax benefits as part of income tax expense No interest and penalties were

accrued at December 31 2013 and 2012

Fair Value Measurements

Fair value represents the amount that would be received to sell an asset or that would be paid to

transfer liability in an orderly transaction between market participants at the measurement date

The Company utilizes valuation techniques that maximize the use of observable inputs and minimize

the use of unobservable inputs to the extent possible The Company determines fair value based on

assumptions that market participants would use in pricing an asset or liability in the principal or most

advantageous market When considering market participant assumptions in fair value measurements

the following fair value hierarchy distinguishes between observable and unobservable inputs which

are categorized in one of the following levels

Level Inputs Unadjusted quoted prices in active markets for identical assets or liabilities

accessible to the reporting entity at the measurement date

Continued



CITI INTERNATIONAL FINANCIAL SERVICES LLC

Wholly Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December 31 2013 and 2012

Level Inputs Other than quoted prices included in Level inputs that are observable for the

asset or liability either directly or indirectly for substantially the full term of the asset or

liability

Level Inputs Unobservable inputs for the asset or liability used to measure fair value to the

extent that observable inputs are not available thereby allowing for situations in which there is

little if any market activity for the asset or liability at measurement date

In May 2011 the Financial Accounting Standards Board FASB issued Accounting Standards

Update ASU 2011-04 Fair Value Measurement Topic 820 Amendments to Achieve Common

Fair Value Measurement and Disclosure Requirements in US GAAP and IFRSs The new standard

does not extend the use of fair value but rather provides guidance about how fair value should be

applied where it is already required or permitted under U.S GAAP For U.S GAAP most of the

changes are clarifications of existing guidance or wording changes to align with International

Financial Reporting Standards IFRS The ASU also requires additional disclosures for nonpublic

entities to provide quantitative infonnation about significant unobservable inputs used for all Level

measurements and description of the valuation process used The provisions of the ASU are

effective for annual or interim reporting periods beginning after December 15 2011 The Company

adopted the provisions of the ASU in 2012 The adoption of ASU 20 11-04 did not have material

effect on the Companys financial statements

Fair Value Option

Under the Fair Value Option Subsections of FASB Accounting Standards Codification

ASC Subtopic 825-10 Financial InstrumentsOverall the Company has the irrevocable option to

report most financial assets and financial liabilities at fair value on an instrument-by-instrument

basis with changes in fair value reported in earnings The Company did not apply the provisions of

ASC Subtopic 825-10 to any instruments during the years ended December 31 2013 and 2012

Concentrations of Credit Risk

The Company is engaged in various trading and brokerage activities in which counterparties

primarily include broker-dealers banks and other fmancial institutions In the event counterparties

do not fulfill their obligations the Company may be exposed to risk The risk of default depends on

the creditworthiness of the counterparty or issuer of the instrument It is the Companys policy to

review as necessary the credit standing of each counterparty

Commitments and Contingencies

Liabilities for loss contingencies arising from claims assessments litigations fines and penalties

and other sources are recorded when it is probable that liability has been incurred and the amount

of the assessment can be reasonably estimated Legal costs incurred in connection with loss

contingencies are expensed as incurred

10 Continued



CITI INTERNATIONAL FINANCIAL SERVICES LLC

Whoiiy Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December 31 2013 and 2012

Pension and Other Postretirement Plans

The employees of the Company participate under the Citigroup noncontributory defined-benefit

pension plan covering all their employees The benefits are based on years of service highest

average compensation as defined and the primary social security benefit The methodology used to

account for this plan is similar to the one used for multi employer plans

The Company also participates in healthcare benefit plan sponsored by Citigroup for substantially

all retirees and certain qualifying employees

The employees of the Company are also covered by life insurance benefit plan offered by

Citigroup Allocation for these plans is included within salaries and staff benefits in the statements of

income

Reclassjflcations

Certain amounts in the 2012 financial statements have been reclassified to conform to the 2013

presentation The reclassifications did not have material effect on the Companys financial

statements

Securities Owned

Securities owned consist of obligations of U.S government amounting to $12004183 and $12002947 at

December 31 2013 and 2012 respectively

The estimated fair value of all securities owned is determined based on Level inputs using quoted market

prices multiplied by the quantity held when quoted market prices are available The Company did not have

any transfers of assets between Levels and of the fair value hierarchy during 2013 and 2012

International Division

The Company operates an international division that is managed as unit of the Company As described in

note the Companys operations during the years ended December 31 2013 and 2012 consisted of

securities brokerage transactions and sale of annuities through the International Division Therefore the

financial position and results of operations of the Company are those of the International Division

As required by the International Banking Center Regulatory Act of 1989 the International Division

maintains $300000 time deposit with financial institution in Puerto Rico which is considered restricted

and therefore not cash equivalent In addition as required by the Insurance Code of Puerto Rico the

Company maintains $300000 time deposit with the Commissioner of Insurance of Puerto Rico which is

considered restricted and therefore not cash equivalent These restricted funds are included as part of

deposits at interest in the accompanying statements of financial condition

Related-Party Transactions

Cash consists of noninterest-bearing deposits with Citibank N.A Puerto Rico Branches the Puerto Rico

Branches
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CITI INTERNATIONAL FINANCIAL SERVICES LLC

Wholiy Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December 31 2013 and 2012

The Company maintained short-term placement at interest with the Puerto Rico Branches amounting to

$18000000 and $16000000 as of December 31 2013 and 2012 respectively Interest income on deposits

amounted to approximately $33000 and $11000 for the years ended December 31 2013 and 2012

respectively

The Company engages in retail brokerage services in various countries in Latin America As result the

Company has entered into service agreements with the branches of Citibank N.A and other affiliates in

these countries whereby these related entities perform certain services and incur certain expenses on

behalf of the Company These related entities in Latin America charged the Company estimated costs and

related management fees amounting to approximately $44675000 and $44367000 respectively for the

years ended December 31 2013 and 2012 including management fees which amounted to approximately

$4061000 and $4033000 respectively

The Company maintains service contract with the Puerto Rico Branches whereby the Puerto Rico

Branches perform certain services and incur certain expenses on behalf of the Company The Puerto Rico

Branches charged the Company estimated costs and related management fees amounting to approximately

$650000 and $685000 for the
years

ended December 31 2013 and 2012 respectively

The Company maintains service contract with Citibank NA US whereby they performs certain services

and incurs certain expenses on behalf of the Company Citibank NA US charged the Company estimated

costs and related management fees amounting to approximately $366000 and $346000 for the years

ended December 31 2013 and 2012 respectively

Head office charges from Citigroup Inc for administrative support services amounted to approximately

$215000 and $116000 for the years ended December 31 2013 and 2012 respectively These charges are

recorded based on estimates provided by Head Office on monthly basis and are subsequently adjusted

during the following fiscal year based on actual results Adjustments resulting from differences between

the estimated and the actual charges amounted to approximately $66000 and $65000 during the
years

ended December 31 2013 and 2012 respectively
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CIII INTERNATIONAL FINANCIAL SERVICES LLC

Whoiiy Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December31 2013 and 2012

Property and Equipment

Property and equipment at December 31 2013 and 2012 consist of the following

Estimated

useful lives

in years 2013 2012

Leasehold improvements 10 348664 2901767

Computer equipment and software 310 529552 475175

Furniture fixtures and equipment 310 361056 1383826

Total 1239271 4760768

Less accumulated depreciation and

amortization 732284 2306979

Total 506987 2453789

Total depreciation expense for the years ended December 31 2013 and 2012 amounted to approximately

$402000 and $467000 respectively During 2013 approximately $1.5 million of the depreciation expense

corresponded to accelerated depreciation expense recognized in relation to leasehold improvements due to

relocation of the Companys main office to new facility

Pension and Other Postretirement Benefits

The employees of the Company participate under the Citigroup noncontributory defined-benefit pension

plan plan covering all of their employees The methodology used to account for this plan is similar to the

one used for multiemployer plans Pension plan retirement benefits are based on years of credited service

the highest average compensation as defined and the primary social security benefit Citigroups funding

strategy has been to maintain plan assets sufficient to provide not only for benefits based on service to date

but also for those expected to be earned in the future Also the Company has defined -contribution

pension plan for the benefit of its employees

The Company also participates in the Citigroup postretirement healthcare benefits plan that provides

postretirement medical benefits to all eligible retired employees Retirees share in the cost of their

healthcare benefits through copayments service-related contributions and salary-related deductibles

Allocation for these plans is included as part of the allocated expenses described in note

Income Tax

The Company is exempt from Puerto Rico income taxes during the years ended December 31 2013 and

2012 due to the expiration of the temporary tax under Act No of March 2009 Income tax benefit

recognized by the Company amounted to $36920 for the year ended December 31 2012 none in 2013
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CITI INTERNATIONAL FINANCIAL SERVICES LLC

Whoiiy Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December31 2013 and 2012

The Company was converted from regular corporation into an LLC in 2008 In general LLCs were taxed

as regular corporation under the Puerto Rico Internal Revenue Code of 1994 as amended However

under the 2011 Code for New Puerto Rico New Code existing LLCs prior to January 2011 could be

treated as corporation or as partnership The tax treatment the Company will receive depends on how it

is treated in country other than Puerto Rico including the jurisdiction of organization of its parent

However the Puerto Rico Treasury Department has provided for an election to be made with the 2011

Puerto Rico income tax return to treat any existing LLC as corporation regardless of the tax treatment

received in any other jurisdiction This election was available only for 2011

For tax years 2013 and 2012 it has been determined that the Company will be treated as corporation for

Puerto Rico tax purposes based on the tax treatment the Companys income and expenses received on its

parents jurisdiction of incorporation

Fair Value of Financial Instruments

At December 31 2013 and 2012 substantially all of the Companys financial assets and liabilities were

carried at fair value or at amounts that approximate fair value Assets and liabilities recorded at fair value

include cash deposits at interest receivables from broker-dealers and others due to affiliates and accrued

expenses and other liabilities The fair values of these fmancial instruments represent the amounts that

would be received to sell those assets or that would be paid to transfer those liabilities in an orderly

transaction between market participants at that date These financial instruments have been valued at the

carrying amounts reflected in the statements of financial condition as these are reasonable estimates of fair

value given the short-term nature of the instruments

10 Lease Commitments

The Company leased its office facility under an operating lease agreement up to November 2013 Total

expense incurred related to the relocation of the Companys office was approximately $1.9 million mostly

related to accelerated depreciation of leasehold improvement in regards to the former lease As of

December 31 2013 the Company was in negotiation for new lease agreement with an affiliate

11 Contingencies

FINRA issued Wells Notice in September 2010 relating to fixed income transactions executed by the

Company The Company filed Wells Submission in response to FINRAs Wells Notice and argued that

the markups identified in the Wells Notice were not excessive principally on the basis that the Company
conducts service-intensive value-added business for an affluent and exclusively non-U.S resident

clientele that justifies higher levels of markups

As proactive measure an internal review was conducted covering the
years 2008 2009 2010 and 2011

In addition corrective action measures were implemented with regards to fixed income pricing grid

revisions to the markup policies controls over procedures and the provision of additional training

regarding the markup policies and procedures
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CITI INTERNATIONAL FINANCIAL SERVICES LLC

Whoily Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Notes to Financial Statements

December 31 2013 and 2012

On February 2012 the Company submitted an executed Letter of Acceptance Waiver and Consent

the AWC to F1NRA proposing settlement of alleged violations of F1NRA Rules The AWC was

accepted by the National Adjudicatory Council the NAC on February 27 2012 The acceptance of the

AWC resolved the alleged rule violations identified by FINRA during the time period indicated above

without any admission or denial of the alleged violations by the Company

In relation to the acceptance of the AWC letter during 2012 the Company made payment of $600000 to

cover fine issued by FINRA and restitution payments to the Companys customers in the amount of

$694728 which includes the reimbursement amount of $648080 included in the AWC plus interest in the

amount of $46648 The final regulatory liability resulted in an amount lower than the reserve recorded by

the Company in 2011 The effect of the change in the regulatory liability of $705272 was recorded in the

financial operations of 2012

The Company is defendant in other legal proceeding After consulting with legal counsels it is the best

judgment of management that the financial position of the Company will not be materially affected by the

final outcome of this legal proceeding

12 Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule SEC
Rule 5c3- which requires the maintenance of minimum net capital and requires that the ratio of

aggregate indebtedness to net capital both as defined shall not exceed 15 to and the rule of the

applicable exchange also provides that equity capital may not be withdrawn or cash dividends paid if the

resulting net capital ratio would exceed 10 to At December 31 2013 the Company had net capital of

$10140537 which was $9529697 in excess of its required net capital of $610840 The Companys

aggregate indebtedness to net capital ratio at December 31 2013 was 0.90 to At December 31 2012 the

Company had net capital of $14051831 which was $13651402 in excess of its required net capital of

$400429 The Companys aggregate indebtedness to net capital ratio at December 31 2012 was 0.43 to

13 Subsequent Events

The Company has evaluated subsequent events from the statement of financial condition date through

February 28 2014 the date at which the financial statements were available to be issued and determined

there are no other items to disclose
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CITI INTERNATIONAL FINANCIAL SERVICES LLC

Wholly Owned Subsidiary ofCitigronp

Participation Luxembourg Limited

Net Capital and Aggregate Indebtedness

December 312013

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART HA

Schedule

BROKER OR DEALER Citi International Financial Services LLC en of December 31 2013

COMPUTATION OF NET CAPITAL

Total onoscesbip equ Is from Statement of Financial Condition Item 1100

Deduct Ownerohip eqaity not allowable for net capital

Total ownership equity qualified for ad capital

Add

Liabilities subordinated to claims of general creditors allowable in computation of net capital

Other deductions or allowable credits List

Total capital and sabordinated liabilities

Deductions and/or charges

Total nonnilowable assets from

Statement of Financial Condition Notes and

Secured demand note deficiency

Commodity futures contracts and spot commodities

proprietary charges

Other deductions and/or charges

Other additions and/or allowable credits List

Net capital before haircuts on securities positions

Haircuts on secanties computed where applicable

pursnanl to 15c3-lf

Contractual securities commitments

Subordinated securities borrowings

Trading and investment securities

Esempled securities

Debt securities

Options

Other securities

Undue concentration

Other List

10 Nelcapital

9153556 3540

3590

3600

3540 3610

3660

3670

3735

3733

3730

18000000 3734

3650

3736

37297633 3450

3490

37297633 3500

3520

3525

37.297.633 3530

9157096 3620

3630

28140537 3640

I8000000 3740

10140537 3750

The above computation of net capital does not differ materially thom the consputation of net capital as of December 31.2013 as fried on Form X- t7A-5 Part JIA by Citi

International Financial Services LLC
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CITI INTERNATIONAL FINANCIAL SERVICES LLC

Wholly Owned Subsidiary of Cisigroup

Participation Luxembourg Limited

Net Capita and Aggregate Indebtedness

December 31 2013

FINANCIAL AND OPERATIONAL COMBINED UNIFORM SINGLE REPORT

PART IIA

Schedule

BROKER OR DEALER Citi International Financial Services LLC an of December 31 2013

COMPUTATION OF NET CAPITAL REQUIREMENT

Part

It Minimum net capital regnired 6-2/3% of line 19

12 Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital requirement of

subtidiaries computed in accordance with Note

IS Net capital requircmestl greater of line II or 12

14 Excess net capital line tO less IS

15 Net capital tess greaterof 10% of line 19 or 120% of line 12

COMPUTATION OF AGGREGATE INDEBTEDNESS

16 Total Al liabilities from Statement of Financial Condition

Add ___________

Drafts for immediate credil

______________________________

Mattes value of secwities borrowed for which no
____________

equivalent value is paid or credited

____________________________

Other unrecorded amounts List ______________________

19 Total aggregate
indebtedness

20 Percentage of aggregate indebtedness to net capital line 19 line 10

21 Percentage of debt to debt-equity total computed in accordance with Rule 15c3- 1d

COMPUTATION OF ALTERNATIVE CAPITAL REQUIREMENT

Part

22 2% of combined aggregate debit items as shown in Formula for Reserve Requirements pursuant to Rule lSc3-3

prepared as of the date of the net capital computation including both brokers and dealers

and consolidated subsidiaries debits

23 Minimum dollar net capital requirement of reporting broker or dealer and minimum net capital

requirement of subsidiaries computed in accordance with Note

Net capital requirement greater of line 22 or 23

Excess net capital line 10 less 24

Net capital in excess of

5% of combined aggregate debit items or 120% of mirvmum net capital reqairemest

NOTES

The minimum net capital reqwrement should be computed by adding the minimum dollar net capita requirement

of the reporting broker-dealer and for each subsidiary to be consolidated the greater of

Mmimum dollar net capital requirement or

2.6-2/3% of aggregate indebtedness or 4% of aggregate debits if alternative method is med

Do not deduct the value of secwilies borrowed under sabotstinalion agreements or secured demand soles covered by subordination

agreements sot in satisfactory form and the mattel values of the memberships in exchanges contributed for use of company conlra to item 1740

and partners securities which were included is nonallowable assets

For reports filed pursuant to paragraph of Role 17n-5 respondent should provide list of material

nonallowable assets

The above computation of set capita does not differ materially from the computation of net capital as of December 31.2013 as filed on Form X- 17A-5 Part IIA by Citi

International Financial Services LLC

See accompanying report of independent registered public accounting fires

610.840

-138001

3810

3820

24

25

26

250000 3758

610840 3760

9529697 3770

9224277 3780

9162596

3830

9162596 3840

90.36% 3850

N/A 3860

N/A 3870

N/A 3880

N/A 3760

N/A 3910

N/A 3920



Schedule II

CITI INTERNATIONAL FINANCIAL SERVICES LLC
Wholly Owned Subsidiaiy of Citigroup

Participation Luxembourg Limited

Computation for Determination of Reserve Requirements and

Information Relating to Possession or Control Requirements under Rule 5c3-3

December31 2013

The Company has entered into clearing agreement the Agreement with Pershing LLC Pershing

Under the terms of the Agreement Pershing clears and executes the brokerage transactions of

the Companys customers on fully disclosed basis In managements opinion the Company has

complied with the exemptive provisions under Rule 5c3-3 at December 31 2013

See accompanying report of independent registered public accounting firm
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Schedule III

CITI INTERNATIONAL FINANCIAL SERVICES LLC
Wholly Owned Subsidiary of Citigroup

Participation Luxembourg Limited

Statement of Changes in Liabilities Subordinated to Claims of General Creditors

December 31 2013

There were no liabilities subordinated to claims of general creditors at December 31 2013

See accompanying report of independent registered public accounting firm
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KPMG LIP

American International Plaza

Suite 1100

250 Muæoz Rivera Avenue

San Juan PR 00918-1819

Report of Independent Registered Public Accounting Firm

on Internal Control Pursuant to Securities and Exchange Commission Rule 17a-5

The Member

Citi International Financial Services LLC

In planning and performing our audit of the financial statements of Citi International Financial Services

LLC the Company as of and for the year ended December 31 2013 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys internal

control over financial reporting internal control as basis for designing our auditing procedures for the

purpose of expressing our opinion on the financial statements but not for the purpose of expressing an

opinion on the effectiveness of the Companys internal control Accordingly we do not express an opinion

on the effectiveness of the Companys internal control

Also as required by Rule 17a-5gl of the Securities and Exchange Commission SEC we have made

study of the practices and procedures followed by the Company including consideration of control

activities for safeguarding securities This study included tests of compliance with such practices and

procedures that we considered relevant to the objectives stated in Rule 7a-5g in making the periodic

computations of aggregate indebtedness or aggregate debits and net capital under Rule 7a-3a 11 and

for determining compliance with the exemptive provisions of Rule 5c3-3 Because the Company does not

carry
securities accounts for customers or perform custodial functions relating to customer securities we

did not review the practices and procedures followed by the Company in any of the following

Making the quarterly securities examinations counts verifications and comparisons and the

recordation of differences required by Rule 7a- 13 and

Complying with the requirements for prompt payment for securities under Section of Federal

Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining internal control and the

practices and procedures referred to in the preceding paragraph In fulfilling this responsibility estimates

and judgments by management are required to assess the expected benefits and related costs of controls

and of the practices and procedures referred to in the preceding paragraph and to assess whether those

practices and procedures can be expected to achieve the SECs previously mentioned objectives Two of

the objectives of internal control and the practices and procedures are to provide management with

reasonable but not absolute assurance that assets for which the Company has responsibility are safeguarded

against loss from unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of fmancial statements in

conformity with U.S generally accepted accounting principles Rule 7a-5g lists additional objectives of

the practices and procedures listed in the preceding paragraph

Because of inherent limitations in internal control and the practices and procedures referred to above error

or fraud may occur and not be detected Also projection of any evaluation of them to future periods is

subject to the risk that they may become inadequate because of changes in conditions or that the

effectiveness of their design and operation may deteriorate
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deficiency in internal control exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to prevent or

detect and correct misstatements on timely basis significant deficiency is deficiency or

combination of deficiencies in internal control that is less severe than material weakness yet important

enough to merit attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal control such that there is

reasonable possibility that material misstatement of the Companys financial statements will not be

prevented or detected and corrected on timely basis

Our consideration of internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that might be

material weaknesses We did not identify any deficiencies in internal control and control activities for

safeguarding securities that we consider to be material weaknesses as defmed previously

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in accordance

with the Securities Exchange Act of 1934 and related regulations and that practices and procedures that do

not accomplish such objectives in all material respects indicate material inadequacy for such purposes

Based on this understanding and on our study we believe that the Companys practices and procedures as

described in the second paragraph of this report were adequate at December 31 2013 to meet the SECs

objectives

This report is intended solely for the information and use of the Member management the SEC the

Financial Industry Regulatory Authority Inc and other regulatory agencies that rely on

Rule 7a-5g under the Securities Exchange Act of 1934 in their regulation of registered brokers and

dealers and is not intended to be and should not be used by anyone other than these specified parties

LCP

San Juan Puerto Rico

February 28 2014

Stamp No E94582 of the Puerto Rico

Society of Certified Public Accountants

was affixed to the record copy of this report
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